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§202.554 How do I value my produc-
tion that I do not take if I take less
than my entitled share?

If you take none or only part of your
entitled production from a lease in an
AFA for any month, use this section to
value the production that you are enti-
tled to but do not take.

(a) If you take a significant volume
of production from your lease during
the month, you must determine the
weighted average value of the produc-
tion that you take using 30 CFR part
206, and use that value for the produc-
tion that you do not take.

(b) If you do not take a significant
volume of production from your lease
during the month, you must use para-
graph (c) or (d) of this section, which-
ever applies.

(¢c) In a month where you do not take
production or take an insignificant vol-
ume, and if you would have used
§206.172(b) to value the production if
you had taken it, you must determine
the value of production not taken for
that month under §206.172(b) as if you
had taken it.

(d) If you take none of your entitled
share of production from a lease in an
AFA, and if that production cannot be
valued under §206.172(b), then you must
determine the value of the production
that you do not take using the first of
the following methods that applies:

(1) The weighted average of the value
of your production (under 30 CFR part
206) in that month from other leases in
the same AFA.

(2) The weighted average of the value
of your production (under 30 CFR part
206) in that month from other leases in
the same field or area.

(3) The weighted average of the value
of your production (under 30 CFR part
206) during the previous month for pro-
duction from leases in the same AFA.

(4) The weighted average of the value
of your production (under 30 CFR part
206) during the previous month for pro-
duction from other leases in the same
field or area.

(5) The latest major portion value
that you received from MMS cal-
culated under 30 CFR 206.174 for the
same MMS-designated area.

(e) You may take less than your enti-
tled share of AFA production for any
month, but pay royalties on the full
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volume of your entitled share under
this section. If you do, you will owe no
additional royalty for that lease for
that month when you later take more
than your entitled share to balance
your account. The provisions of this
paragraph (e) also apply when the
other AFA participants pay you money
to balance your account.

§202.555 What portion of the gas that I
produce is subject to royalty?

(a) All gas produced from or allo-
cated to your Indian lease is subject to
royalty except the following:

(1) Gas that is unavoidably lost.

(2) Gas that is used on, or for the ben-
efit of, the lease.

(3) Gas that is used off-lease for the
benefit of the lease when the Bureau of
Land Management (BLM) approves
such off-lease use.

(4) Gas used as plant fuel as provided
in 30 CFR 206.179(e).

(b) You may use royalty-free only
that proportionate share of each lease’s
production (actual or allocated) nec-
essary to operate the production facil-
ity when you use gas for one of the fol-
lowing purposes:

(1) On, or for the benefit of, the lease
at a production facility handling pro-
duction from more than one lease with
BLM’s approval.

(2) At a production facility handling
unitized or communitized production.

(c) If the terms of your lease are in-
consistent with this subpart, your
lease terms will govern to the extent of
that inconsistency.

§202.556 How do I determine the value
of avoidably lost, wasted, or
drained gas?

If BLM determines that a volume of
gas was avoidably lost or wasted, or a
volume of gas was drained from your
Indian lease for which compensatory
royalty is due, then you must deter-
mine the value of that volume of gas
under 30 CFR part 206.

§202.557 Must I pay royalty on insur-
ance compensation for unavoidably
lost gas?

If you receive insurance compensa-
tion for unavoidably lost gas, you must
pay royalties on the amount of that
compensation. This paragraph does not
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apply to compensation through self-in-
surance.

§202.558 What standards do I use to
report and pay royalties on gas?

(a) You must report gas volumes as
follows:

(1) Report gas volumes and Btu heat-
ing values, if applicable, under the
same degree of water saturation. Re-
port gas volumes and Btu heating
value at a standard pressure base of
14.73 psia and a standard temperature
of 60 degrees Fahrenheit. Report gas
volumes in units of 1,000 cubic feet
(Mcf).

(2) You must use the frequency and
method of Btu measurement stated in
your contract to determine Btu heat-
ing values for reporting purposes. How-
ever, you must measure the Btu value
at least semi-annually by recognized
standard industry testing methods
even if your contract provides for less
frequent measurement.

(b) You must report residue gas and
gas plant product volumes as follows:

(1) Report carbon dioxide (CO,), ni-
trogen (N,), helium (He), residue gas,
and any gas marketed as a separate
product by using the same standards
specified in paragraph (a) of this sec-
tion.

(2) Report natural gas liquid (NGL)
volumes in standard U.S. gallons (231
cubic inches) at 60 degrees F'.

(3) Report sulfur (S) volumes in long
tons (2,240 pounds).

PART 203—RELIEF OR REDUCTION
IN ROYALTY RATES

Subpart A—General Provisions

Sec.

203.0 What definitions apply to this part?

203.1 What is MMS’s authority to grant roy-
alty relief?

203.2 How can I obtain royalty relief?

203.3 Do I have to pay a fee to request roy-
alty relief?

203.4 How do the provisions in this part
apply to different types of leases and
projects?

203.5 What is MMS’s authority to collect in-
formation?
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Subpart B—OCS Oil, Gas, and Sulfur
General

ROYALTY RELIEF FOR DRILLING ULTRA-DEEP
WELLS ON LEASES NOT SUBJECT TO DEEP
WATER ROYALTY RELIEF

203.30 Which leases are eligible for royalty
relief as a result of drilling a phase 2 or
phase 3 ultra-deep well?

203.31 If I have a qualified phase 2 or quali-
fied phase 3 ultra-deep well, what royalty
relief would that well earn for my lease?

203.32 What other requirements or restric-
tions apply to royalty relief for a quali-
fied phase 2 or phase 3 ultra-deep well?

203.33 To which production do I apply the
RSV earned by qualified phase 2 and
phase 3 ultra-deep wells on my lease or in
my unit?

203.34 To which production may an RSV
earned by qualified phase 2 and phase 3
ultra-deep wells on my lease not be ap-
plied?

203.35 What administrative steps must I
take to use the RSV earned by a quali-
fied phase 2 or phase 3 ultra-deep well?

203.36 Do I keep royalty relief if prices rise
significantly?

ROYALTY RELIEF FOR DRILLING DEEP GAS
WELLS ON LEASES NOT SUBJECT TO DEEP
WATER ROYALTY RELIEF

203.40 Which leases are eligible for royalty
relief as a result of drilling a deep well or
a phase 1 ultra-deep well?

203.41 If I have a qualified deep well or a
qualified phase 1 ultra-deep well, what
royalty relief would my lease earn?

203.42 What conditions and limitations
apply to royalty relief for deep wells and
phase 1 ultra-deep wells?

203.43 To which production do I apply the
RSV earned from qualified deep wells or
qualified phase 1 ultra-deep wells on my
lease?

203.44 What administrative steps must I
take to use the royalty suspension vol-
ume?

203.45 If I drill a certified unsuccessful well,
what royalty relief will my lease earn?
203.46 To which production do I apply the
royalty suspension supplements from
drilling one or two certified unsuccessful

wells on my lease?

203.47 What administrative steps do I take
to obtain and use the royalty suspension
supplement?

203.48 Do I keep royalty relief if prices rise
significantly?

203.49 May I substitute the deep gas drilling
provisions in §203.0 and §§203.40 through
203.47 for the deep gas royalty relief pro-
vided in my lease terms?
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